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DRAFT 10 April 1959

MEMORANDUM FOR THE UNITED STATES INTELLIGENCE BOARD

SUBJECT: Estimated Foreign Intelligence Costs

1.  The method of submitting inxelligepce cosﬁ data to the Bureau
of the Budget end to other brenches of the Executive Department outside
of the intelligence community has been largély governed by criteria
developed by the Buresu of the Budget. ME@ﬁers of the intelligence
community heve routinely submitted unilatersl reports to the Bureau of
the Budget based on these criteria. The queau of the Budget has
consolidated these agency submissions into.én.amnual intelligence estl-
mate snd mede it available to members of the intelligence community.

Despite efforts to develop uniform and clear understandings of the
various cost categories for the agencies in&nlved, there have been
persistent differences in estimating practices, particularly ss pertains
to indirect costs. The need to prevent misiﬁterpreﬁaxions which might
demage the intelligence effort has emphasized the need for coordinated
cost reporting procedures. |

2. Since early fall of 1958, when it wes formed, the Ad Hoc
Working Group on Intelligence Costs has mede & %horéugh gtudy of the
problems involved in producing & medium by which the Director of Central
Intelligence and the U. 8. Intelligence Board (USIB) could develop cost
dete broadly applicable to the intelligence coomunity as a whole. Any

medium meeting this requirement must necessarily be readily adaptable
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to all the USIB member agencies in more or less the same degree; other—
wise, the quality of comparability is lost and the report fails %o
provide a meaningful stetistical picture.

3. The production of & cost data report satisfying these specifi-
cations involved solutions to & number of bagic problems. A major
difficulty derives from the fact that not all USIB sgencies finence their
intelligence activities entirely from "intelligence funds" budgeted for
and under the control of the respective chiefs of intelligenego The
militery departments, for example, are supported by activitiés which are
funded and menaged by elements of the departments outside thelr intelli-
gence oi‘ganizan‘;iens° For this reason, the Working Group has asdopted s
system of applying both "Direct" end "Indirect" obligations as a basis
for estimating as closely as possible the true snd full cost of the
intelligence effort. In eddition, an attem%t has been made to devise an
eétimative procedure sufficiently flexible to accommodate .all members of
the fonmunity. For example, some USIB sgencies believe they will find
it best to integrate their "overhead" costs and enter them as ap integral
part of the estimated cost of each intelligence fﬁnction or line jtem.

On the other hand, some of the fully self-contained. intelligence
organizations like Central Intelligence Agency and Nationel Security
Agency may find it more practicsl to show their overhead costs separately.
The format and its related procedures permit elther method to be used.

L. The Working Group is agreed that this cost data should be
prepared on & fully coerdinated basis and that any presentation of cost
dama connected with community-wide intelligence obligations to agencies

and departments of the government outside the intelligence community be
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nad= as 8 corporate USIB act. Consequently, it recommends that the
Working Group be conat@tuted as & specific USIB committee, designatbed
as the Cost Estimebes Conmittee to be responsible for the coordinated
development of this report on an snnual basis and am& spaclal reports
which may be reguired in connection with intelligenee cost daba within
the purview of the USIB. ‘

‘ 5. It is also recommended that the proposed Cost Estimates
Committee be suthorized to compile reports for the Fiscal Year 1959 in
accordance with the attached Teb A and that the Committee be authorized
to adjuét the formet and content of subsequent reports if it is found
nacessary in the light of experisnce end theldifficulties which might
be encountered by the various USIB agencies in compiling the requested
information. '

6. - After review eand approval by USIB,‘it is recommended that the
feport be distributed to the Bureau of the Budget snd the President ‘s
Board of Censultants on Foreign Intelligencé_antivitiesq Thig develop~—
ment end review of cost estlimabes on a full& coordinated basis will
ensure that all concerned understand the basis on which the estimates

gre prepared.

E. R. SAUNDERS
Chairmen,
i Ad Hoe Working Group

Approved For Release 2002/08/18 ™ ETR B5E80-01237A000100010022-1
- 3 -



